—AR33 


custom 
credit 


- UNION ACCEPTANCE CORPORATION LIMITED 
ANNUAL REPORT 1966 


custom 
credit 


UNION ACCEPTANCE CORPORATION LIMITED 
Incorporated 1944 : 


HIGHLIGHTS OF OPERATING RESULTS 1966 1965 


Total Assets $58,666,657 $59,678,340 


Gross Income 8,401,995 10,065,695 


Retained Earnings 2,191,303 1,30 401 


Income Taxes 503,059 657,175 


First Preference share dividends 164,887 173,481 


Per Share 38 ae 
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REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS: 


Your Directors submit herewith the Annual Report of Union 
Acceptance Corporation Limited and subsidiary companies 
for the year ended December 31, 1966. 


OPERATIONS 


During the year the world’s central bank policies, together 
with the financial demands of governments, business and 
consumers in Canada and other countries created an acute 
shortage of capital funds. The shortage pushed interest costs 
to their highest level in at least three decades. While these 
factors affected all sectors of the economy, the problems 
created were heightened for your Company by the financial 
difficulties of some corporations within our own industry. 
This caused the normal flow of both short and long term 
funds usually available to be directed to other channels. The 
impact of this fell less heavily on the larger corporations 
whose parent company connections in the United States gave 
them added strength. Much of the capital flowing into Cana- 
da comes from the United States of America and it is highly 
likely, and understandable, that substantial amounts of these 
funds would be directed to companies controlled in that 
country. As a result our short term position decreased steadily 
during the first six months of the year, but levelled out there- 
after with some notes renewing and small amounts of new 
funds being obtained. 

In spite of this unfavourable trend, and the generally ad- 
verse financial climate, your Board of Directors and manage- 
ment maintained an optimistic outlook and worked assid- 
uously to achieve counterbalancing action. Plans were 
instituted to adapt the operations of the Company to the 
limits expected to be imposed by financial conditions. During 
the year all of the Company’s available resources were used 


to the fullest extent and, at the end of the year, contracts re- 
ceivable were $55,936,321 compared with $57,646,349 at 
the end of 1965. This decline reflected the decrease in funds 
available from short term borrowings. 

The Company’s combined volume of retail business was 
$55,500,417. The volume of new business being directed to 
or generated by our branches remained substantially in ex- 
cess of our available funds. This enabled the selection of new 
accounts with improved credit standards at a higher yield 
which, in turn, had the effect of reducing the element of risk 
and of partially offsetting the higher cost of money. The higher 
yield is partially reflected in the increase of unearned service 
charges, which amounted to $5,639,008 at the end of 1966 
compared with $4,893,978 in 1965. 

Continued emphasis was placed on efficient operations 
and during the first six months of the year nine branches were 
consolidated with other branches of the Company resulting 
in improved efficiency and yet not affecting the national as- 
pect of your Company. The branch development costs re- 
lating to these nine branches have been written off to operat- 
ing costs. Unamortized branch development costs total 
$71,209 compared with $173,554 in 1965. Your Company 
still provides a national service with eighty-two branches 
operating in eight provinces. Twenty-four branches are 
operated by the acceptance division and fifty-eight by the 
personal loans division. 

The rapid decline in contracts receivable in late 1965 and 
early 1966, together with the liquidation of contracts which 
did not qualify under the new credit requirements, caused a 
higher than average repossession ratio, with the peak being 
reached in March, 1966. Since that date the repossession 
trend has shown a marked improvement and at the end of 
the year the outstanding dollar value of repossessions on 
hand as a percentage of net receivables was 45.4% lower 
than at the end of 1965. Any losses incurred in the disposal 
of repossessions have been written off. 


REPORT OF THE DIRECTORS (continued) 


In addition to regular monthly branch reporting of potential 
losses, management makes a detailed quarterly analysis of 
all accounts to assess potential losses and the adequacy of 
reserves. At the end of the year the allowance for doubtful 
receivables was $1,105,500 which represented 1.98% of net 
receivables and is considered sufficient in view of improved 
delinquency and lower potential loss exposure. 

At the annual shareholders’ meeting held in April, J. A. 
Seed, O.C., was elected to the Board of Directors. Mr. Seed 
is senior partner of Messrs. Seed, Nield, Symons, Long & 
Howard. At the same meeting Peat, Marwick, Mitchell & Co. 
and Gunn, Roberts and Co. were appointed joint auditors. 
The latter, now known as Thorne, Gunn, Helliwell & Christen- 
son as a result of a merger, and their predecessors have been 
the Company’s auditors since its inception. The joint auditors 
have examined the affairs of the Company and given their 
report as appended to the audited balance sheet. No changes 
have been made either in accounting practices or the operat- 
ing procedures of the Company, which reflects management's 
adherence over the years to sound operating policies. 


INCOME AND EXPENDITURE 


Gross income for the year amounted to $8,401,995 as com- 
pared with $10,065,695 for the previous year. The reduction 
is due to the lower average receivables outstanding during the 
year. The cost of borrowed funds declined from $3,622,510 in 
1965 to $2,978,615 in 1966 because of the reduction in 
average borrowings. However, as a percentage of receiv- 
ables, this cost increased slightly due to higher interest rates. 
Administrative and general expenses for the year amounted to 
$4,214,909 compared with $5,023,549 last year. Savings in 
Operating expenses were effected, as mentioned before, by 
the consolidation of nine branch locations and by more 
stringent cost controls. 
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CONSOLIDATED NET INCOME 


Consolidated net income amounted to $503,734, which 
equals $9.61 for each First Preference share outstanding. 
After payment of dividends on the First Preference shares the 
per share earnings on the 896,558 Second Preference and 
Common shares outstanding at the end of the year amounted 
to 38¢ per share on a participating basis. The net income in 
1965 was $658,648 and the per share earnings on the 
672,418 Second Preference and Common shares outstanding 
at the end of 1965, on a participating basis, was 72¢ per 
share after payment of First Preference share dividends. 


DIVIDENDS 


During the year annual dividends amounting to $3.125 per 
share were paid on the outstanding First Preference shares, 
Series A and B, and $3.00 per share on the outstanding First 
Preference shares, Series C. Your directors consider the 
preservation of your Company’s cash resources to be in the 
best interest of the Second Preference and Common share- 
holders and, accordingly, no dividends were declared on these 
two classes of shares during the past year. 


ASSETS 


Contracts receivable, after deducting the allowance for 
doubtful receivables and unearned service charges, amounted 
to $55,936,321, compared with $57,646,349 a year ago. 
Unearned service charges at $5,639,008 represent 11.94% of 
related receivables compared with $4,893,978 or 10.45% last 
year. The method of recording income from contracts Is fully 
explained in Note 2 to the financial statements. Total assets 
at the end of the year amounted to $58,666,657. 
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REPORT OF THE DIRECTORS (continued) 


LIABILITIES 


In January, capital funds were increased by $896,560 by the 
issue and sale of 224,140 Common shares by way of a rights 
offering to the holders of Second Preference and Common 
shares. In February, 7.06% Debentures, Series J, in the prin- 
cipal amount of $1,500,000 were issued and sold privately. 
These Series J Debentures matured on December 31, 1966 
and were refunded by way of a short term note maturing in 
January, 1968. A serial maturity and all purchase and sinking 
fund obligations, mandatory or otherwise, with respect to long 
term debt and First Preference shares were satisfied during 
the year. 


OUTLOOK 


Historically your Company has received the major portion of 
its business by direct customer contact rather than through 
the medium of dealers. Therefore, when slowdowns occur in 
specific industries your Company has the advantage of being 
able to rapidly shift its available funds to new areas of financ- 
ing opportunity. The recent slowdown in automotive sales 
has had little effect on the general level of your Company’s 
business; and, as we are rendering a well regarded, much 
needed and useful customer service across Canada, we are 
confident we can maintain full use of our current and future 
resources. 

The improved quality of receivables combined with the in- 
crease in the rate of return and operating efficiencies should 
result in further strengthening of the Company’s position and, 
possibly, a modest increase in earnings. Indications are that 
the supply of money might generally increase in 1967 and a 
trend in this direction should aid our position. Continued and 
constant effort will be made to attract additional long term 
borrowings in order to resume a growth pattern. Our branch 
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structure has the capacity and ability to transact a substantially 
larger volume of business at minimum additional operating 
cost. Should new funds be secured, the effect would be 
quickly noticeable in higher net earnings. 


ACKNOWLEDGMENT 


The Board of Directors wishes to acknowledge the services 
of Mr. Christie T. Clark, who has served as a Director for over 
twenty years and has given unselfishly of his time and talent 
in the interests of the Company. Mr. Clark has indicated his 
desire to restrict his business activities and, accordingly, will 
retire as a Director at the next annual meeting. 


PERSONNEL 


During the year two executive appointments were announced. 
Mr. Robert Leonard was appointed Assistant Vice-President 
and Director of Supervision of the companies comprising the 
personal loans division, and Mr. Theodore Corcoran was 
appointed Controller and Assistant Treasurer of all companies. 

It is a distinct pleasure to express the gratitude of the Board 
of Directors to all members of our staff who diligently and 
loyally discharged their duties throughout the year. 


On behalf of the Board of Directors, 


lesen 


Chairman of the Board 


Toronto, March 15, 1967 President 
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CONSOLIDATED STATEMENT OF INCOME 
Year ended December 31, 1966 (with comparative figures for 1965) 


1966 1965 
(note 3) 
Income 
Service charges and interest income $8,191,353 $9,919,964 
Other operating income 210,642 145,731 
$8,401,995 10,065,695 
Expenses 
Interest on secured notes and debentures and amortization of debt discount and expenses 2,978,615 3,622,510 
Directors’ remuneration, as such . ARAL ors eer ee ee 20,500 22,625 
Depreciation of office equipment and amortization of leasehold improvements 78,833 95,051 
Amortization of branch development period costs (note 5) . 102,345 TL 
Administrative and general expenses 4,214,909 5,023,549 
7,395,202 8,841,046 
Deduct new branch development period costs, included above, 
portion deferred (note 5) . — 91,174 
7,395,202 8,749,872 
Income before income taxes. 1,006,793 IPS S23 
Income taxes 503,059 657,175 
Net income for the year $ 503,734 $ 658,648 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Year ended December 31, 1966 (with comparative figures for 1965) 
1966 1965 
Balance at beginning of year $1,851,101 $1,734,120 
Net income for the year 503,734 658,648 
2,354,835 2,392,768 
Deduct 
Dividends 
First preference shares . 164,887 173,481 
Second preference shares — 169,910 
Common shares —- 112,500 
164,887 455,891 
Share issue expenses less applicable reduction in income taxes . 22,182 85,776 
187,069 541,667 
2,167,766 1,851,101 
Add profit on share purchase fund operations . 23,537 —- 
Balance at end of year . $2,191,303 $1,851,101 


See accompanying notes to consolidated financial statements 
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UNION ACCEPTANCE CORPORATION LIMITED CONSOLIDATED BALANCE SHEET December 31, 1966 
(Incorporated under the laws of the Province of Ontario) and subsidiary companies 


ASSETS 1966 1965 
Cash $ 1,390,477 $ 414,334 
Contracts receivable (note 4) 
Retail instalment notes 35,859,248 42,474,244 
Consumer loans 22,282,638 17,771,040 
Wholesale notes 2,646,201 2,464,074 
Leases and mortgages 1,892,742 1,226,805 
62,680,829 63,936,163 
Deduct 
Allowance for doubtful receivables . 1,105,500 1,395,836 
Unearned service charges 5,639,008 4,893,978 
6,744,508 6,289,814 
Contracts receivable less deductions 55,936,321 57,646,349 
Accounts receivable 101,386 86,698 
Special refundable tax 16,200 —- 
Other assets and deferred charges 
Office equipment and leasehold improvements, at cost, less accumulated 
depreciation and amortization 1966 $389,767; 1965 $330,414 318,804 383,411 
Prepaid expenses he Te a are RR CO ie oy A ee Oe 108,292 140,463 
Branch development period costs, less amount amortized (note 5) 71,209 173,554 
Expenses and discount on issue of term debt less amount amortized (note 6) 635,999 V32,995 
Expenses on issue of first preference shares less amount amortized (note 7) 87,969 100,536 
222273 15SOrS59 
$58,666,657 $59,678,340 


See accompanying notes to consolidated financial statements 


Approved on behalf of the Board: 


F. E. Burroughes, Director 
G. F. Edgar, Director 


comparative figures for 1965) 


LIABILITIES 


Demands and short term secured notes 
Banks ae: 
Affiliated company 
Others . 


Demand loan, affiliated company 


Accounts payable and accrued liabilities . 


Income taxes payable 

Dealers’ credits and retentions . 
Dividends payable 

Deferred income taxes . Ae 
Long term secured notes (note 8) 
Debentures (note 9) 


Shareholders’ equity 
Capital stock (note 11) 
First preference shares . 
Second preference shares 
Common shares 
Retained earnings 


1966 


$13,150,938 
2,261,004 
429,000 


15,840,942 


850,599 
269,662 
410,701 
40,328 
97,673 
25,074,644 
6,984,451 


49,569,000 


2,621,450 
PT TAG ea | 
1,512,983 


2,191,303 


9,097,657 


$58,666,657 


1965 


$11,300,000 
1,500,000 
3,510,000 


16,310,000 
1,500,000 
866,932 
133,570 
379,899 
42,352 

M7 2,262 
25,182,979 
7,097,951 


51,685,945 


2,702,950 
ZITMOZA 

616,423 
1,851,101 


7,992,395 


$59,678,340 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS DECEMBER 31, 1966 


1. PRINCIPLES OF CONSOLIDATION AND CURRENCY 
CONVERSION 


All subsidiary companies have been wholly owned since 
incorporation, are included in the consolidation, and consist 
of Union Finance Company Limited, United Finance Com- 
pany Limited, Union Leasing Company Limited and Union 
Realty Credit Limited. All intercompany transactions have 
been eliminated on consolidation. Long term secured notes 
and debentures issued in United States dollars are included in 
the consolidated balance sheet in the Canadian dollar equiva- 
lent received at the time of issue. Other United States dollar 
amounts are converted to Canadian dollars at the rate of 
exchange at December 31, 1966. 


2. METHOD OF RECORDING INCOME FROM 
CONTRACTS 


The income earned on interest bearing consumer loans and 
mortgages is credited to income only as It is collected. Income 
earned on wholesale financing provided to dealers and on 
automobile lease contracts is recorded monthly at the time of 
billing. On certain conditional sales contracts purchased by 
the consumer loan subsidiaries where the security is used 
automobiles and the credit risk is considered to be greater 
than on other business, an additional loss provision is made at 
the time of purchase by crediting an amount varying between 
10% and 20% of the service charges to the allowance for 
doubtful receivables. The remainder of the service charges, 
which is adequate to cover the costof servicing these accounts 
and to provide usual operating margins, is credited to un- 
earned service charges and transferred monthly to income 
on the sum of the digits method over the term of each con- 
tract commencing in the month the contract is purchased. 
The entire service charge on all other contracts and loans is 
credited to unearned service charges at the time of acquisition 
and is transferred monthly to income on the sum of the digits 
method over the term of each contract commencing in the 
month the contract is purchased. No amount is taken into 
income at the time of acquisition as an acquisition charge. 


3. COMPARATIVE FIGURES 


Amounts included in other operating income were treated as 
reductions of administrative and general expenses in prior 
years. The 1965 comparative figures have been adjusted to 
reflect this change in statement presentation. 


4. CONTRACTS RECEIVABLE 


The retail instalment notes purchased require repayment in 
approximately equal monthly instalments over a specified 
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term which varies according to the type of merchandise being 
financed and is usually not in excess of 36 months but may in 
some instances extend to 5 years. Consumer loans are repaid 
in a similar manner to retail instalment notes and over similar 
terms, but loans made under the Small Loans Act of Canada 
are limited to a maximum period of 30 months. Wholesale 
notes in all cases are on a demand basis. 


5. BRANCH DEVELOPMENT PERIOD COSTS 


In 1962 the company adopted the accounting practice of 


deferring a portion of the development period costs of new 
branches and amortizing such costs to operations over the 36 
months following the completion of the development period 
for each branch. The company did not open any branches in 
1966 and the unamortized balance of such costs on 
branches closed in the year has been charged to operations. 


6. EXPENSES AND DISCOUNT ON ISSUE OF TERM DEBT 


Expenses and discount on issue of term debt are amortized to 
income over the term of each issue. 


7. EXPENSES ON ISSUE OF FIRST PREFERENCE SHARES 


In 1964 the company adopted the policy of charging expenses 
on issue of all classes of capital stock to retained earnings in 
the year incurred. The unamortized balance of expenses on 
issue of first preference shares at January 1, 1964 is being 
amortized to retained earnings over a period of ten years. 


8. LONG TERM SECURED NOTES 


SeriesA, 5%% Sinking Funddue March15,1968 $ 649,000 
Series B, 5%% due September 15, 1972 988,000 
Series C, 6% due March 1, 1974 2,500,000 
Series D, 7%% due February 15, 1980 1,000,000 
Series E, 64% due April 15, 1967 to 1975 
Balance of proceeds U.S. $900,000— 
repayable in U.S. funds (repayment at 
the current rate of exchange would 
require $975,375 in Canadian funds) 867,017 
Series F, 6% due April 1, 1973 to 1977 1,000,000 
Series G, 5%% due April 1, 1974 to 1978 
Proceeds of U.S. $7,500,000—repayable 
in U.S. funds 8,070,627 
Series H, 6%% due June 15, 1975 to 1984 2,000,000 
Series |, 6%% due June 15, 1980 to 1984 2,000,000 
Series J, 6%% due April 15, 1976 to 1985 1,000,000 
Series K, 6%% due April 15, 1976 to 1980 5,000,000 
$25,074,644 


9. DEBENTURES 


5%% Sinking Fund, Series C, due March 1,1974 $ 629,000 
5%% Sinking Fund due November 15, 1972 600,000 
6%% due December 15, 1981 1,728,000 
6%% due December 1, 1983 681,500 
6%% Serial, due August 15, 1974 to 1978 
Proceeds of U.S. $1,150,000—repayable 
in U.S. funds 1,245,234 
6%4%, Series H, due July 2, 1980 to 1984 1,400,000 
6%%, Series |, due May 15, 1976 to 1980 
Proceeds of U.S. $650,000—repayable 
in U.S. funds 701,797 
6,985,531 
Less cash on deposit with trustee 1,080 
$6,984,451 


10. DEBT MATURITY 


Sinking fund requirements, and maturities of long term se- 
cured notes and debentures in thenext five years are as follows: 


Long Term 

Secured 
Notes Debentures Total 
1967 $ 108,000 $57,920 $ 165,920 
1968 75/000 70,000 827,000 
1969 108,000 70,000 178,000 
1970 108,000 70,000 178,000 
171 108,000 70,000 178,000 
$1,189,000 300/920 $1,526,920 


11. CAPITAL STOCK 


First preference shares, par value $50 each, 
issuable in series 
Authorized less redeemed—241,429 shares 
Outstanding— 
24,334 shares 6%% Series A, cumulative 


redeemable at $52.50 per share $1,216,700 
7,865 shares 6%4% Series B, cumulative 
redeemable at $52.50 per share 393,250 
20,230 shares 6% Series C, cumulative 
redeemable at $53.00 per share TOTES OO 
Participating non-voting, non-cumulative PACE SEO 
second preference shares, without par value 
Authorized—1 ,500,000 shares 
Issued — 422,418 shares $2,771,921 
Common shares, without par value Tiare sae 
Authorized—/750,000 shares 
Issued —474,140 shares 


Sao aneke ye: 


Changes in issued capital in 1966 
First preference shares 
Purchased for cancellation —1,295 Series A shares, 
380 Series B shares and 955 Series C shares having an 
aggregate par value of $131,500. 
Common shares 
Issued—224,140 shares for $896,560 cash 

At December 31, 1966 second preference shares were 

reserved as follows: 

(a) 59,940 shares for exercise of outstanding warrants issued 
with the 6%% Debentures due December 15, 1981, 
exercisable on or before June 15, 1967 at $12 per share; 
and 

(b) 13,670 shares for exercise of outstanding warrants issued 
with the 6%% Debentures due December 1, 1983, exer- 
cisable on or before December 31, 1967 at $10 per share. 


Holders of second preference shares are entitled to receive 
non-cumulative dividends at the rate of 60¢ per share per 
annum before any dividends are payable to holders of com- 
mon shares. In any fiscal year, after holders of second 
preference shares and holders of common shares have each 
received dividends aggregating 60¢ per share, then any addi- 
tional dividends are to be paid in equal amounts per share on 
the second preference shares and common shares. 

As the company has not paid any dividends on the second 
preference shares since October 1, 1965, no dividends may 
be paid on the common shares until there shall have been 
declared, and paid or set aside for payment on the second 
preference shares, regular quarterly dividends for four con- 
secutive quarterly periods at the rate of 60¢ per share per 
annum. 


12. DIVIDENDS 


The trust deed under which the secured notes are issued, the 
trust indenture under which the debentures are issued and the 
conditions attaching to the first preference shares contain 
certain provisions restricting the payment of dividends. At 
December 31,1966, approximately $2,080,000 of consolidat- 
ed retained earnings were free of restrictions under the most 
stringent of these provisions. 


AUDITORS’ REPORT 


PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants 


GUNN, ROBERTS and CO. 
Chartered Accountants 


To the Shareholders of UNION ACCEPTANCE CORPORATION LIMITED 


We have examined the consolidated balance sheet of Union Acceptance 
Corporation Limited and subsidiary companies as at December 31, 1966 and 
the consolidated statements of income and retained earnings for the year 


then ended. Our examination included a general review of the accounting 


procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion the aforementioned consolidated financial statements 
present fairly the financial position of the companies as at December 31, 
1966 and the results of their operations for the year then ended, in 
accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Toronto, Canada, February 3, 1967 


Freak Marwick, Nef hell rb. bog aes 


Chartered Accountants Chartered Accountants 


EXECUTIVE REPORTS 


The comments of three executive officers on the operations of 
the Company with which they are specifically concerned are 
reported below. 

It is hoped the comments will give security holders a better 
understanding of the business in which we are engaged and 
the procedures used in its acquisition and control. 


ACCEPTANCE COMPANY OPERATIONS 


| M. C. Mitchell 
Vice-President and 
General Manager 


AUTOMOTIVE AND CONSUMER GOODS DIVISION 


The contracts receivable purchased by this Division cover 
passenger cars, commercial vehicles, school buses and other 
consumer goods. At December 31, 1966 the total amount 
outstanding was $17,289,523 which represented a decline 
from $21,312,655 at the previous year end. Three factors 
contributed to the decline, namely an overall reduction in 
receivables due to inadequacy of money supply, the imple- 
mentation of more rigid credit policies and the decline in 
automobile sales during the latter months of the year. 

In view of the foregoing circumstances, special attention 
was given to the prompt collection of automotive receivables 
which resulted in a considerable improvement in accounts 
past due over thirty days as compared to the end of the pre- 
vious year. Unit repossessions on hand as a percentage of 
total units outstanding improved from 1.1% at December 31, 
1965 to .57% at December 31, 1966. 

Throughout 1966 strong competition continued to exist 
for dealer automotive financing. Your Company was able to 
not only fully utilize its available funds, but also increase its 
revenue by increasing the rate of return on retail and whole- 
sale transactions. 

While it is anticipated that automotive sales may not be as 
buoyant during 1967, it is expected that your Company’s 
position in the market will be maintained or improved. 


INDUSTRIAL DIVISION 


Your Company purchases Industrial Equipment contracts 
through all U.A.C. branches and also operates Special 
Equipment branch offices in Toronto and Montreal. Em- 


phasis has been placed on the education of personnel in the 
income potential, the valuation and the use of a broad range 
of equipment used by all types of contracting firms. Business 
is obtained by providing retail and moderate wholesale plans 
to reputable dealers and distributors of heavy equipment, 
and also by direct contact with the individual user. Contracts 
are purchased on a dealer guarantee or non-recourse basis. 
Your Company enjoys a good reputation in the industry and 
an excellent relationship exists with dealers and contractors 
across Canada. 

Industrial contracts receivable at December 31, 1966 were 
$14,733,406 as compared to $16,847,465 at December 31, 
1965. Due to the restricted money supply and high interest 
cost, credit standards were upgraded and increased rates 
secured on all new business purchased. This improved the 
quality of our contracts receivable and the rate of return 
during the year. 

While Federal, Provincial and Municipal Government 
spending on new projects may be curtailed in 1967, the 
construction industry will remain a high contributor to the 
gross national product. The purchase and financing of equip- 
ment is a vital part of the contribution and represents an 
excellent source of new and constant revenue. We look for- 
ward to continuing to carry the theme of ‘Custom Credit’ 
into this challenging field during 1967. 


CONSUMER LOAN DIVISION 


Alan R. Parks 
Vice-President and General Manager 


On December 31, 1966 customers’ contracts receivable 
totalled $26,118,956, an increase of $4,033,810 or approxi- 
mately 19% during the year. This amount is represented by 
30,785 accounts having an average balance per customer of 
$849 which is an increase of $78 since the end of 1965. 

Our customers are basically wage and salary earners. In the 
last fifteen years their incomes have grown steadily larger 
and more dependable. With this growth, the portion of their 
income for discretionary spending has also increased and 
produced a better standard of living. Increased incomes and 
higher prices have created constant demand for instalment 
loans of a larger size. We have met this need by selectively in- 
creasing the size and term of loans to qualified customers. 

During the last year more stringent credit policies improved 
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EXECUTIVE REPORTS (continued) 


the class of business purchased and constant supervision was 
maintained at branch level to ensure effective collection 
procedures. This resulted in satisfactory delinquency trends 
which compare favourably with industry standards. Doubtful 
accounts are written off when deemed uncollectible by 
supervisory personnel. Head Office conducts periodic re- 
views to ensure adherence to established policies and 
sufficiency of loss reserves. 

Our 58 branches across Canada are controlled by a Direc- 
tor of Supervision, two General Supervisors and eight District 
Supervisors all of whom are highly specialized and exper- 
ienced. Each branch receives a complete supervision at least 
every eight weeks. 


TREASURER’S DEPARTMENT 


Howard L. Smith 
Vice-President and Treasurer 


The Company has maintained a sound liquid position 
throughout the year. Cash on deposit with banks at the year- 
end was in excess of the amount required to retire all short 
term notes maturing within one year. The following schedule 
shows the Company’s current position as at December 31, 
1966. 


Assets realizable within one year: 


Cash. al Al, Sue hey he ees Bein 8 en ORR SPO 0) 0707) 
Wholesale receivables payable on demand 


2,646,201 
Estimated maturities of instalment contracts receivable 36,239,181 
Accounts Receivable 101.386 
$40,377,245 
Liabilities due within one year: Peta tw a 
Demand and Short Term Secured Notes, banks . $13,150,938 
Short Term Secured Notes, other 359,000 
Accounts payable and accrued liabilities . 850,599 
Income taxes payable . 269,662 
Dealers’ credits and retentions 410,701 
Dividend payable 40,328 
Long Term Secured Notes 108,000 
Debentures . 57,920 
$15,247,148 

Excess of assets realizable within one year over 

liabilities due within one year . 


. $25,130,097 
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This represents a ratio of assets realizable within one year 
to liabilities due within one year of 2.6:1. 

To test the adequacy of the balance in the “unearned ser- 
vice charges’ account, the “‘theoretical rebate’’ was calcula- 
ted for each precomputed charge account outstanding on 
December 31, 1966. This “theoretical rebate’ was calculated 
on the assumption that all contracts were to be rebated using 
the sum of the digits method, without penalty, on January 1, 
1967. The unearned rebatable portions of the service charges 
on all contracts were then totalled and compared to the 
balance in the ““unearned service charges” account at Decem- 
ber 31, 1966. The comparison was favourable, showing 
that the balance in the “unearned service charges” ac- 
count, $5,639,008, was in excess of the total “theoretical 
rebate”’. 

During 1966 a duplicate record for each U.A.C. retail 
account was set up in the Data Processing Department at 
Head Office. We are now proceeding to do the same with the 
accounts of our two consumer loan companies. Benefits 
provided by the Data Processing Department are: improved 
internal control of branch office operations through inde- 
pendent account aging analysis, and trial balancing of our 
contracts receivable; the availability of various statistical 
data pertaining to the accounts, and reduction of clerical 
effort at branch offices and Head Office. The maximum 
capacity of our present equipment is rapidly being reached 
and replacement of this equipment with a modern electronic 
computer will be the next step in this department’s develop- 
ment. 


UAG 


TEN YEAR COMPARISON TABLES 


1966 1965 1964 1963 1962 1961 1960 1959 1958 1957 


Contracts Receivable— 


exe deductions 55,936,321 57,646,349 67,351,991 49,864,334 37,455,062 26,013,612 24,171,160 23,043,958 19,642,631 16,906,524 


Secured Notes 40,915,586 41,492,979 53,690,979 39,444,979 29,708,300 19,375,000 19,191,500 17,664,500 15,533,500 12,743,500 


Shareholders’ Equity 9,097,657 7,992,395 6,910,244 5,982,861 4,452,781 3,914,073 4,002,423 3,992,514 2,808,814 2,091,208 


Cost of Borrowed Funds 2,978,615 3,622,510 2,917,687 2,145,444 1,530,393 1,104,456 1,145,032 1,006,793 773,101 767,287 


Income Taxes 503,059 657,175 762,898 568,220 359,713 348,244 389,100 373,400 . 407,500 319,432 


Earnings on Second 

Preference shares and 

Common shares after 338,847 485,167 603,480 440,845 296,915 192,754 291,158 328,601 417,229 332,079 
dividends on First 

Preference shares 


Number of Second 
Preference shares and 
Common shares 
outstanding 


896,558 672,418 937,638 535,978 416,204 412,669 409,144 408,924 399,019 397,124 


See note 11 on Second Preference shares and Common shares on page 11 of this report. 


custom 
AC credit 


UNION ACCEPTANCE CORPORATION LIMITED 
Head Office 
Union Building, 212 King Street West, Toronto 


Division Managers 

J.C. R. Dewar, Assistant Vice-President 
|. B. Jackson, Assistant Vice-President 
R. B. McClure, Assistant Vice-President 
J. R. Giguere, Quebec Division 


J. H. Nesbitt, Supervisor, Western 
K. F. D. Harwood, Credit Manager 
T. Corcoran, Controller & Assistant Treasurer 


’ J. Maguire, Assistant Controller 


Branch Offices 


Halifax Barrie Timmins Calgary 

Truro Hamilton Windsor Edmonton 
Moncton London Winnipeg Kelowna 
Montreal Ottawa Regina Prince George 
Val d’Or Sudbury Saskatoon Vancouver 


Toronto (4) 


UNION FINANCE COMPANY LIMITED, 
ano UNITED FINANCE COMPANY LIMITED 
Director of Supervision 

R. R. Leonard, Assistant Vice-President 


General Supervisors 
J. J. Doyle 
H. O. Westra 


District Supervisors 
K. Brown D. W. De Mille M. Ethier D. R. Kilburn 
A. J. Christie H. E. Glasgow B. G. Higgins J. R. Warburton 


Branch Offices 

Dartmouth Jonquiére Ottawa Dawson Creek 
Halifax Roberval Port Arthur Prince George 
Sydney Ste. Thérése St. Catharines South Burnaby 
Truro Val d’Or Sarnia New Westminster 
Moncton Toronto (5) Sault Ste. Marie North Surrey 
Saint John Belleville Sudbury Kelowna 

Alma Barrie Timmins Vancouver (3) 
Hull Hamilton Windsor (2) Kamloops 
Montreal (3) Guelph Winnipeg Victoria 
Quebec (2) Kingston Regina 

Verdun London Saskatoon 


UNITED FINANCE COMPANY LIMITED 
Calgary (3) Edmonton (3) 


UNION LEASING COMPANY LIMITED 
J. Wood, Assistant General Manager 
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UNION ACCEPTANCE CORPORATION LIMITED” 

212 KING STREET WEST : (Lp 
AR33 TORONTO 1, ONTARIO Cok 
EXECUTIVE OFFICES August 4, 1966 


To the Security Holders: 


The Directors of your Company wish to submit the following 
comparative report for the six-month period ended June 30th, 1966. 
This report is subject to audit and year-end adjustment. 


Six months ended June 30th 
1966 1965 1964 
Consolidated operating 
profit before interest 
on borrowed money $1,905,000 $2,589, 000 $1,985, 000 


Interest charges on 


borrowed money 1,452, 000 1, 784, 000 1, 242, 000 
Net earnings before taxes 453,000 805, 000 743, 000 
Provision for taxes 226, 000 402, 000 374, 000 
Net earnings Zc e000 403, 000 369, 000 
Deferred income $4,792,000 $7,002, 000 $4,544, 000 

1966 1965 


First Preference earnings 
per share $4. 18 $7. 03 


*Second Preference and 
Common earnings per 
share on a participating 
basis Sills) . 47 


* On January 7th, 1966, 224,140 shares of Common stock 
were issued to holders of Second Preference and Common shares 
as a result of a rights! offering. This increased the combined 
number of shares outstanding ofthe two classes of stock from 672, 418 
on June 30th, 1965 to 896,558 on June 30th, 1966. 


veyih 
ak 
\ +! 


} | A Ye i vy We Weare NL wg Le a 
he : { a eLE ny KH ' Ga tt ee Wide AY Mi i wh 
\ i vy | Wns j Data We t 
A } ahs ) 
, \ in) alien) 
(ai { \ { 
if iy, i (, ly a 
Mi MiG), el" yy , 1 Ne PO ae il a Pane si Ge 
4 * a Lie 4 I, = wee \ ' iy ee ’ 
‘ { 
y i i i 
i 
iy iy BA, 
H il) FA § i 
we 
ay, ( 1! wy i iy Mr iat p 
" \ } Ni | 
i it i i 
A ; } th i i} 
if 4 
’ , , t h 
I | 
( ¥ \ 
: { iW he We 
F { ; on, y. ; ne 
AAR yt Li 
Ba pe 1 aad Pua a sul ms oy if 
| i wih) hs i M ane iy 
I t en) aa t if i DD 
ier ha) i a yal nt \/ a 
i n ei yt 
i ' i \ iu | 
" m7 ' ih iets Ma 
air il . 
\ i 
i i niet Pees j 
| : { i 
Te kD a Une ) ; 
! " ; Ny \ dee HY, | ie V4 Vi? ‘ 
f INL tae fi mil fa ts ae re 
bay mea) 7h Vat i Pi 
j " Mn i PA ae 
4 , rr 2vbi ii , 
i i 
Pel i 
i] M hy? r iy 
+, ay id i 
i, heh Wi Nn iy 5 
\ yeh wd i iy ai Wan "} vii an af 
thal ho y At nein ri 
Bs j i Toh f Bhs Nb AA hs 4 
u ui 5 L 
MU } Meo i, 
j , Rita 
i / 
ij : 
A i} ‘ ‘ 
lj ’ i iy 
j 4 ii 
iL 
j I ‘ ik 
Z hie ary i 
i Pea RY AY ty i 
\ i, { Ue ie 7 i fr , 


{ t Ay ; Hi hy baer ; Hi My AN 
i) rn . a tae Ni ear Hane an y ’ q aN TK AYE wr 
Vi A A) yal j } j Ne | i ey any) \ 
BPN | Pre 1h reat ih iL DR Oma 7 Ar} ie as 

i / : ik Haig ewe ey AA abe Min Oy f 
oh : \ ir Pn A aia ae } nm Thy Ve te 
! y i OLA ene met a 

mye WA A) yb 


Page Two August 4, 1966 


We have included the six-month comparison for the year 
1964 as the years 1964 and 1966 are more closely related on the 
basis of receivables outstanding. Contracts receivable out- 
standing at the end of June, 1964 were $65,020,000 compared 
with $60, 964, 000 this year. 


From these comparative figures it will be noted that 
interest charges on borrowed money have increased $210, 000 
on a lesser amount of funds employed, thus reflecting the present 
tight-money situation. Also during the first six months of this 
year further branch consolidation and realignmenttook place and 
branch development costs charged to operating expense were 
$47,605 greater than during the same period in 1964. These two 
expense items alone accounted largely for the decrease in net 
earnings for the comparative periods in 1964 and 1966. 


There has been no improvement in the availability of new 
funds since our last report to you. Short term secured notes have 
been paid as they matured from funds generated by the normal 
payments on contracts receivable resulting in a decline in re- 
celvables.ws Lois decline shouldilevel out inthe month of July. 
Commencing in August small monthly increases should be realized 
as no substantial short term note maturities have to be met in the 
last six months of the year and accordingly all funds generated 
may be used to purchase new business. 


New sources of funds are being sought constantly by our 
fiscal agents and any relaxation in the tight-money situation should 
rapidly be reflected in higher receivables resulting in improved 
earnings. 
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